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secure ERCs to qualify to access PR credits, and Rule 1309.1 (dX6) requires AES 
to use the ERCs it held before access to PR credits is allowed. In the April I, 2008 
letter, AQMD provided AES until April 30, 2008 to provide the necessary offsets 
for the Highgrove project . 

•	 In response to AQMD's April 1, 2008 letter, AES submitted a letter, dated April 
21, 2008, requesting a 60 days extension to allow AES to make an arrangement to 
show that it still qualifies to access the PR credits. 

•	 AQMD issued a letter to AES, dated May 20, 2008, in response to AES' letter, 
dated April 21, 2008, and provided AES an extension Wltil June 27, 2008 for AES 
to re-acquire the ERCs originally held for the Highgrove project in order to qualify 
to access PR credits, or provide full offsets for ·the Highgrove project in the form 
ofERCs. 

•	 AES did not re-acquire the ERCs originally held for the Highgrove project and did 
not provide full offsets for the project by June 27, 2008. 

•	 Further, AES has not entered into a long-term contract with the SCE, SDG&E or 
the State ofCalifornia and had not petitioned the AQMD Governing Board and 
obtained approval from the Governing Board to waive such requirements. 

Since AES' proposed Highgrove project is not exempt from offset requirements ofRule 
1303(b) pursuant to Rule 1304; AES has not provided the required ERCs by June 27, 
2008 and March 15,2009, as requested by AQMD in letters to AES, dated April 1, and 
May 20, 2008,. respectively, to offset the emission increases from the proposed 
Highgrove project; and even if Rule 1309.1, as amended on August 3, 2007, becomes 
valid, AES does not qualifY to access the PR credits pursuant to Rules 1309.1 (cX3) and 
(dX6), and even ifAES qualified to access PR credits, the AQMD Executive Officer can 
not release the PR credits pursuant to Rule 1309.1(dXI4), since AES has not acquired a 
long-term contract with SCE, SDG&E or the State ofCalifornia and AES had not filed a 
petition with the AQMD's Governing Board and obtained Governing Board's approval to 
waive the long-tenn contract requirements~ hence the AQMD staffhas determined that 
the AES' proposed Highgrove project does not comply with the requirements ofAQMD 
Rule 1303(b). 

Therefore, based on our careful evaluation ofAES's applications and other information 
and correspondences, your applications for a Title V Permit to Construct for the proposed 
Highgrove power plant project are hereby denied for the following reasons: 

I.	 The emissions from the proposed equipment for the Highgrove project are subject to 
the emission offset requirements ofAQMD Rule 1303(b). 

2.	 AES has not provided the required ERCs, nor has AES demonstrated compliance with 
the offset requirements ofRule 1303(b). 
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3.	 The AQMD staffhas detennined that the proposed Highgrove project does not 
comply with the emission offset requirements ofAQMD Rule 1303(b). 

Rule 212 provides, in essence, that the Executive Officer shall deny a Permit to Construct 
or a Permit to Operate unless the applicant shows that the equipment is so designed or 
controlled that; in use, it may be expected to comply with the Health and Safety Code of 
the State ofCalifornia and the Rules and Regulations ofthe South Coast Air Quality 
Management District. 

Enclosed is a copy ofForm 40o-D, which briefly describes some important facts you 
should know regarding these denials. The form also outlines options available to you 
because ofthis action. lfyou have any further questions concerning the denial ofyour 
application, please contact me at 909.396.2662. 

Mohsen N mi, P.E. 
Deputy Executive Officer 
Engineering and Compliance 

MN:am 
Enclosure 

cc:	 Barry Wallerstein, AQMD 
Kurt Wiese, AQMD 
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IMPORTANT INFORMATION CONCERNING DENIALS 

A letter of denial is a form of legat action and is considered as such by the Air Quality 
Management District. 

The information contained herein is provided to emphasize the importance of taking the 
proper steps without delay after receiving a letter of denial. This information is not 
intended to take the place of competent legal advice. 

You are advised that the Hearing Board of the Air Quality Management District has 
been established by law to hear appeals of actions of the Executive Officer. Should you 
elect to file a petition to appeal a denial, it is recommended that you familiaJiize yourself 
with the Rules and Regulations of the Air Quality Management District and with the 
sections of Chapters 4 & 8, Division 26, of the Health & Safety Code of the State of 
California. 

After receiving a latter of denial, you have the following options: 

1.	 File an appeal with the Hearing Board within 30 (thirty) days after the receipt 
of this denial, OR 

2.	 File a petition with the Hearing Board for a variance to permit operation of the 
equipment while the air pollution problem is being solved, OR 

3.	 Suspend construction or operation of all equipment involved and file a new 
application with the Air Quality Management Distrid for authority to make 
alterations which will comply with the objections stated as the reasons for the 
denial, OR 

4. Abandon construction or operation of all equipment involved in the denial. 

In all cases, construction or operation of all equipment involved must be suspended 
completely until either a valid permit to construct or a permit to operate has been issuedl 
by either the Air Quality Management District or the Hearing Board. In no way can the 
filing of either a new application with the District or a petition with the Hearing Board be 
construed as permission to continue the construction or operation of the equipment 
inVOlved. 

Existing laws state that every person who builds, erects. alters, uses or operates any 
source capable of emitting or controlling air contaminants without first obtaining the 
necessary permits is guHty of a misdemeanor and that every day during which such 
violation occurs is a separate offense. 

Should construction or operation be continued after receipt of a denial, the Executive 
Officer will take whatever legal action is deemed necessary, as prescribed by existing 
laws and regulations. 
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